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CME101 – Principles of Economics 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
The examination has two sections  
Section A:  
Suggested Time: 60 mins    
Multiple Choice Questions: Answer ALL 30 questions. 
Marks as indicated on paper 
Section B:  
Suggested Time: 120 mins 
Short Answer Questions: Answer ALL 8 questions. 
Marks as indicated on paper. 
 
Section A and Section B are to be answered in the answer booklet provided. 
1.2 Note that questions ARE NOT of equal value. 
1.3 Attempt all questions 
1.4 Read ALL questions carefully. 
 
1.5 Do not commence writing until instructed to do so 
EXAM CONDITIONS 
 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Hard copy, unannotated English translation dictionary only 
Answer on the supplied examination material/s only 
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Section B 
Written Answer Short Questions 
Total no. of marks for this section: 50 
Answer all questions 
This section should be answered in the Answer Booklet provided (16 page booklet). 





An electronics company produces headphones and sells 100 mobile phones for $10 each. It 
has average fixed costs of $100 and average variable costs of $40 at this production level. 
   
A) Calculate the company’s total cost, total revenue, total fixed cost, total variable cost and 
total profit. 
                                                                                                                               (Marks: 2) 
 
Question 2 
The following table represents the cost and price structures facing a monopoly.  
 
A) Complete the table to show TR, MR, MC and Profit using the table format shown below.  
(Marks: 4) 
B) What is the monopoly Price and quantity?  
(Marks: 1) 
 












           
 
  
Quantity Price TR MR TC  MC Profit 
1 9   4   
2 8   8   
3 7   12   
4 6   16   
5 5   20   
6 4   24   
7 3   28   
8 2   32   
9 1   36   
10 0   40   
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Question 3 
The Australian Mobile Phone industry has suffered over the last two decades with decreasing 
demand domestically and overseas. However, in recent years several things have changed to 
effect this situation: 
 
a) New technology has been invented greatly reducing costs. Use demand and supply 
analysis to explain how this would affect the price and quantity of Mobile Phones.    
(2 marks for diagram + 2 marks for explanation) 
b) Competition in critical overseas markets from low cost good quality mobile phones in 
America and China. Use demand and supply analysis to explain how this would affect the 
price and quantity of Mobile Phones.          
(2 marks for diagram + 2 marks for explanation) 
 
Question 4 
A university needs to increase total revenue. The Vice Chancellor suggests that by dropping 
fees for overseas students by 15%, total revenue will increase. It just so happens that after the 
fees where decreased, total revenue did actually increase. What can you infer about the price 
elasticity of demand? Why is this likely to be true?    
              (Marks: 3) 
 
Question 5 
In the past Australia has realised periods of rapidly increasing inflation rate that has seen the 
inflation rate crossing the RBA target boundary of 2% to 3% to realise rates as high as 10%. 
   
a) What would be the most important monetary policy to control the inflation? Why? 
                                                                                                                                   (Marks: 4) 
 
b) What would be the most effective fiscal policy to control the inflation? Why?  




Describe and discuss the key aspects of the business cycle and also highlight its impact on 
economy. You should us an appropriate diagram to help with your explanation. 
(Marks: 8) 
THIS EXAMINATION PAPER AND SUPPLIED MATERIALS ARE NOT PERMITTED TO BE REMOVED FROM 
ANY EXAMINATION VENUE IN ANY CIRCUMSTANCE. THIS EXAMINATION IS PRINTED DOUBLE-SIDED. 
 
Semester 2, 2015 FINAL EXAMINATION 
 CME101 – Principles of Economics 





Explain three different types of unemployment. Give an example of each type. Given what you 
have learned about the different types of unemployment, suggest three policies that could be 
used to reduce unemployment, one for each type of unemployment.  
(Marks: 8) 
Question 8 
Use Keynesian income and expenditure model to analyse the effect of decreasing demand for 
consumer goods and housing in Australia.  
 
a) How will this impact real GDP and unemployment in Australia?  
b) Explain the adjustment process using the concept of income-expenditure multiplier.  
(Marks: 8) 
 
